








54 STATOIL 2004




Treading carefully in the desert

“We must ensure that we don’t set unnecessary footprints in the desert, and the steps we do
take should be made as carefully as possible,” says Caroline Webb. She is responsible for HSE in
our global exploration cluster.

A huge challenge faces us at Hassi Mouina in south-western Algeria, where we have secured the
operatorship for an area of the Sahara covering 23,000 square kilometres — half the size of
Denmark. We have a significant exploration programme, with a minimum commitment which
involves 400 kilometres of two-dimensional seismic surveys and two exploration wells. This
work will be undertaken during the first exploration period, which runs for three years.

Little explored

“There’s no oil and gas production in this part of the Sahara today, and the geology of the area is
little explored,” explains Ragnar Fredsted, our licence manager for Hassi Mouina. “We're becom-
ing involved in exciting pioneer work for Algeria’s continued development as an oil and gas
nation. It’s also a new experience for us. We haven’t conducted seismic surveying or drilling
operations on land before.”

The base for advancing into this unknown and thinly-populated desert region will be the town of
Timimoun, a charming oasis and Saharan gem which serves as the most important centre for an
area with about 30,000 residents.

Airport

Timimoun has its own airport as well as links with the two major road systems running north-
south on the African continent. Beyond these central highways, the town and the many small
oases lie only the endless desert sands.

“One of our biggest challenges will be controlling the movement of vehicles in the desert,” says
Ms Webb. “Some areas have a hard, brittle surface which has taken hundreds, sometimes thou-
sands of years to develop. Off-road driving destroys these areas and the tyre tracks remain visi-
ble for many decades. We want to avoid that kind of intrusion.”

Impact
Before seismic surveying and drilling begin, an extensive environmental and social impact
assessment will be carried out for us by Environment Resources Management.

“Many people may be under the impression that little exists in a desert,” observes Ms Webb.
“But conserving biological diversity is about not destroying habitats — even though the number
of species s low. It’simportant for us to operate here with a thorough understanding of our sur-
roundings.”

The challenge is also to identify natural resources which can help to strengthen the economic
base for desert dwellers who live under demanding conditions, and provide them with new
opportunities. We are operator for Hassi Mouina, with a 75 per cent interest in this large block.
Our partner, Algerian state oil company Sonatrach, holds the other 25 per cent.

“We applied for this acreage after evaluating the whole of Algeria,” reports Mr Fredsted. “In our
view, it occupies an interesting place amongst the country’s remaining exploration opportuni-
ties. So Hassi Mouina was our top priority when we applied. We know we face an exciting and
demanding exploration job in an area which is virtually without infrastructure. But entering a
society like this with 21st-century oil and gas technology also carries an important obligation.”

®,assi Mouina
In Salah@ Ps
In Amenas
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Social investment

Social investment can be described as projects or programmes which we support in order to
contribute to social and economic development and to action on the environment. These
schemes are not directly related to our core business, and do not embrace measures aimed at
our own employees or contractors. They are additional to and supplement that part of our
social responsibility which is exercised in direct association with our business activities.
During 2004, we further developed and clarified our guidelines for conducting social invest-
ment projects.

Important principles are:

« Priority areas
Inline with our overall strategies for social responsibility and for health, safety and the
environment, we will give priority to measures which relate to local value creation, trans-
parency and human rights, and contribute to building local capacity in the HSE area.

« Partnerships
Projects must be implemented in cooperation with voluntary and international aid organi-
sations as well as with local and national government.

+ Help toself-help
Projects must contribute to building up capacity, so that local communities are able to pur-
sue their own development.

- Dialogue
Projects must be planned on the basis of consultation with the recipients, aid organisa-
tions, other companies and government.

Carbon fund with a social profile

We decided in June 2004 to invest USD 2.5 million in the World Bank’s Community
Development Carbon Fund (CDCF). This gives us equity interests in a number of small envi-
ronment projects which have been approved under the clean development mechanism (CDM)
in the Kyoto protocol. See the climate section on page 33.

Established in 2003, the CDCF invests in small-scale CDM projects which reduce greenhouse
gas emissions in developing countries while also providing social benefits for the local
community. The main aims of the fund are to stimulate the development of environmental
projects in poor countries, help to create a market for emission allowances, and secure capital
for sustainable development. The fund has a special focus on developing projects in Africa,
and at least 25 per cent of its capital must be devoted to the poorest countries. Examples of
projects include biogas, waste recycling and water pumps.

Investors in the CDCF will receive emission credits in tonnes of carbon dioxide. These can be
used by their own facilities which need carbon allowances or traded in the market. The credits
are qualified for use in the EU and Norway from 2005. The CDCF has a total capital of USD
128.6 million.
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Social investment

We expanded our social investment projects in Nigeria and Venezuela during 2004. A process
initiated in Algeria will allow us to define a programme during the first half of 2005 for social
investments based on our activities in that country. In Russia, we have resolved to support a
programme being run by the Norwegian and Russian Red Cross to raise awareness of HIV/Aids.
Collaboration projects have been launched in Brazil and Iran under the corporate agreement
we concluded with the UN Development Programme in 2004.

Our budget for social investments in 2004 was USD 6.5 million, which is due to rise to USD 8
million during 2005 in line with our goal of increasing such spending as our business activities
expand. The investment programme is approved as part of our planning and budgetary
process. Not everything can be planned, however, and we are concerned to respond swiftly
when a humanitarian crisis occurs. We made a special donation of NOK 11.5 million to our
partner, the Norwegian Red Cross, in connection with the Indian Ocean tsunami disaster.

Measures 2004 Results 2004 Further action 2005
Increasing focus on social investment in Social investment grew by 10 per cent Further expansion planned
line with the expansion of our interna- from 2003

tional operations

Training Sharia judgesin Nigeria

We have supported projects relating to human rights in Nigeria for the past three
years. These are run by local Nigerian voluntary organisations.

The Legal Defence and Assistance Project is training Sharia judges with the help of
funding from us. Founded in 1966, this organisation aims to broaden knowledge of
Nigeria law, human rights and good governance. The training is intended to increase
the knowledge of Sharia judges and change their attitudes on cases which involve
human rights. In addition, the organisation wants to improve the integration of human
rights assessments in the Islamic Sharia law system.

A total of 127 judges from seven northern states which have all introduced Sharia law
participated in the training programme during 2004, bringing the total who have
completed it to 450. That represents 19 per cent all Sharia judges in Nigeria.

Lasting two days, each seminar covers the following issues:
basic principles of human rights
law relating to women
just interrogation principles, and how these can best be integrated in the adminis-
tration of Sharia law
training legal procedure and administration



Human rights in Venezuela

We joined the Business Leaders’ Initiative on Human Rights (BLIHR) in 2004 as the represen-
tative for the energy sector. This initiative embraces 10 international companies from various
industries which have undertaken to find practical methods of observing the Universal
Declaration of Human Rights. They also share relevant experience. The aim is for lessons from
work in the BLIHR to be reflected in business plans and management systems at member
companies.

Draft guidelines on the way large enterprises should handle various aspects of human rights

work have been drawn up by the UN. Through testing these proposals in selected operations,
the BLIHR members are hoping to make specific contributions to the debate on the business

community and human rights.

We have selected our activities in Venezuela for this project. The matrix provides a schematic
presentation of the way we follow up human rights in that country.

Other members of the BLIHR collaboration include ABB, Hewlett-Packard, Novo Nordisk, Gap
and The Body Shop International.

@ www.blihr.org
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The human rights matrix

Source: BLIHR 2, Report 2: Work in Progress, London, December 2004.

Right to security of persons

Rights of workers

resources policy,

stipulating the rights of

insurance for all

for all employees

with Venezuelan
law

with Venezuelan

in place, involving

system in place

R General Right to equal Right to security Security Forced or Children’s Safe and healthy Adequate Freedom of
E obligations | opportunity and non- of persons arrangements compulsory rights workplace remuneration association/
discriminatory labour collective
A treatment bargaining
Statoil's human Human resources policy, Personal accident Security briefing Full compliance Full compliance Safety working groups Regulated pay Trade unions are con-

sulted on all business

E where human employees employees law employees and decisions affecting
S rights are contract personnel employees
recognised as a
S core value
E Ensuring com- Membership of forums Health insurance for all | Corporate policy on | Human resources Internal competition Share saving plan Cooperation with trade
pliance with | working to promote diversity employees the use of security | policy in line with and prize to reward available for all unions representing
N Venezuelan and | and a better gender balance personnel has been relevant best practice in employees employees
international implemented International safety
law for business Labour
T practices and Organisation (ILO)
I human rights conventions
Specially-adapted training Ethics help line
A programmes and tasks for available for all
vulnerable groups of employees around the
L employees clock
Sponsorship of projects to Training in HSE issues Systematic follow- | Workers' rights are pro-
incorporate women in local and best practice for up of contractual tected by the labour
Cooperation business and industry all contract personnel obligations with all | law. Systematic verifi-
with human suppliers to ensure cation to assure
rights Corporate standards VcompliTnc‘e with § compliance
organisations, Defensive driving All contract All contract applied in the supply Stearzﬁiagir:m::ts
such as course for all persgnnel are to persgnnel areto | cpain, Training of con- i
Amnesty Sponsorship of a training pro- contract drivers receive training | receive training |, o porsonnel in HSE,
International, | gramme to integrate disabled in workers'rights | in workers' rights |, - rights and ethics
UNDP, UNAids | people in economic activities
and the Red
Cross
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Sponsorship of a
programme to promote
tolerance and non-
discrimination of indigenous
peoples

Contract drivers
have medical insur-
ance coverage,
food coupons and
productivity bonus,
and are ensured
protection under
relevant labour
legislation

Programmes to
promote non-
discrimination
implemented in
Venezuela

Sponsorship of a community
radio training programme on
the rights of people with
HIV/Aids

Training programme

in human rights,

including children's

rights, for

Venezuelan judges

Sponsorship of
HIV/Aids awareness
and treatment pro-

grammes

Programmes to
protect indig-
enous peoples
implemented in
Venezuela

Sponsorship of a seminar
on the Venezuelan law on
violence against women
(for 600 people at the
Supreme Court)

Sponsorship of a
seminar on the
Convention of

Children's Rights,

with participants

from the Supreme

Court, Amnesty

International, UNDP,

the Norwegian

embassy and Statoil

Sponsorship of a
national HIV/Aids
campaign

mr O X>» X — unmOoO

Sponsorship of a bilingual
educational programme for
indigenous teachers to pro-

mote their culture

Sponsorship of an
improvement pro-
gramme for health
centres in the states of
Sucre and Delta
Amacuro

Sponsorship of the publi-
cation of 3,000 books for
indigenous Warao Indian
teachers, documenting their
ancestral traditions, religion,
art, music and legal
system

Community safety
education programmes
under planning with the

Venezuelan Red Cross
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Statoil in Venezuela

Respect for national sovereignty and human rights

Obligations with

Respect for national
governance practices

Bribery

Contribution to
realisation
of human rights

regard to
consumer
protection

Obligations
with regard to
environmental

protection

General provisions of implementation

Internal rules
of operation

Monitoring

Compensation

Cooperation with national
institutions to ensure
compliance with Venezuelan
law

Training for all employees

in Venezuelan law and

Statoil's guidelines - raising

awareness with regard
to grey zones

Human rights are
recognised as a core value
in Statoil's human
resources policy

Under consideration -
Statoil does not sell
direct to end users in
Venezuela

At corporate level,
Statoil supports
voluntary
principles on
gas flaring

Public reporting at
corporate level in line
with Global Reporting

Initiative (GRI) standards
for operations in
Venezuela

Internal audits, covering
social and environmental
factors

All employees have a
formal contract of
employment which

regulates compensation, if|
required

Ethics training for
employees

Close follow-up of
environmental risk
through impact
assessments

Corporate guidelines for
risk analysis and due
diligence, including
human rights

Ethics help line - available
or all employees around the
clock

Participation in public

debate on good governance,

including combating
corruption

Training in ethics and
workers' rights for contract
personnel, provided by
Amnesty International

Local strategy for social
responsibility, incorporating
human rights

Under consideration -
Statoil does not sell
direct to end users in
Venezuela

Supplier development
programme under
planning

Obligatory safety and
survival training
for contract personnel
working offshore

Assessment of industrial
relations and reputation
when selecting suppliers

Internal audits to ensure
compliance
with both Norwegian
and Venezuelan
legislation in this area

Ethics and human
rights training for
employees

Systematic follow-up
to ensure compliance
with environmental law

All contract personnel
working offshore have
undergone safety training

and instruction in Statoil's
HSE policy and require-
ments

Support for institutional
strengthening through a
human rights training
programme for
Venezuelan judges

Judges participating in the
human rights training are
to assist with the develop-
ment of projects to
improve the administration
of justice

Community investment
strategy and specific
projects focusing on

human rights - in place
since 1999

Sponsorship of a seminar on
international humanitarian
law for judges

Sponsorship of a seminar
for state-owned
companies on human rights
and business and industry
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Annual general meeting

The AGM is held every year before the end of June, and considers the annual report and
accounts as well as the dividend to be paid. It elects members of the corporate assembly for
two-year periods of service.

Corporate assembly

The corporate assembly has eight shareholder-elected and four worker-elected members. It
monitors the management of the group by the board and chief executive, makes a statement
to the AGM on the accounts presented by the board and considers with issues of major signif-
icance in relation to the group’s resources. In addition, the assembly elects directors and
members of the election committee.

Board of directors

The board supervises the management and the group’s activities. It adopts Statoil’s plans and
budgets, and handles issues of major strategic or financial significance for the business. It is
responsible for the accounts and presents a proposal for the allocation of net income to the
AGM. Another duty is to appoint the chief executive and establish formal powers of attorney
between board and chief executive.

Social responsibility is regarded as an important strategic concern by the board, which will
focus in 2005 on social responsibility and the social investment portfolio in countries which
present special challenges.

The shareholder-elected directors are independent of and have no business relationships
with Statoil. Nor is the corporate executive committee represented on the board. The corpo-
rate assembly elects seven members of the board, which in addition comprises three worker
directors elected by and from the workforce.

Chief executive officer (CEO) and the corporate executive committee
The corporate executive committee comprises the chief executive and eight executive vice
presidents, each with responsibility for a business area or corporate staff function.

Corporate risk committee

The corporate risk committee is responsible for supervising risk management in the group,
and recommends measures for managing exposure and risk. It is chaired by the chief financial
officer.

Internal audit

The internal audit function is the group's independent controlling body, which monitors the
business to ensure that it is subject to adequate management and control. The senior vice
president for the corporate audit function reports directly to the chief executive and the
board. In 2004, a total of 74 audits were carried out within the areas of governance and con-
trol, HSE, ethics and human rights.

External audit
Statoil’s external auditor is appointed by the AGM, and does no other work for the group in
order to avoid conflicts of interest.



Governing structures
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GRIindex

Pagein report Global reporting initiative Reporting elements

Vision and strategy

1.1 7-11  Statement of Statoil's sustainability vision and strategy
1.2 3-5 Statement from the CEO
Organisational profile
2.1 Cover  Name of reporting organisation
2.2 Cover  Major products and/or services, including brands if appropriate
2.3 N/A*  Operational structure of the organisation
2.4 N/A*  Description of major divisions, operating companies, subsidiaries and joint ventures
2.5 Cover  Countries in which the organisation’s operations are located
2.6 N/A*  Nature of ownership; legal form
2.7 N/A*  Nature of markets served
2.8 Cover  Scale of the reporting organisation
2.9 N/A  List of stakeholders, key attributes of each, and relationship to reporting organisation
Report scope
2.10 N/A  Contact persons for the report
2.11 Cover  Reporting period
212 N/A  Date of most recent previous report
2.13 N/A  Boundaries of report
2.14 N/A  Significant changes in size, structure, ownership or products/services
2.15 N/A  Basis for reporting
2.16 N/A  Restatements and reasons for restatements
Report profile
217 65 Decisions not to apply GRI principles
218 N/A*  Accounting criteria/definitions used
2.19 N/A  Significant changes from previous years in measurement methods
2.20 N/A  Policies and internal practices to provide assurance about the report
2.21 66  Policy and current practice with regard to providing independent assurance about the report
2.22 Cover  Means by which report users can obtain additional information
Structure and governance
3.1 9,62 Governance structure of the organisation
3.2 N/A*  Percentage of board of directors that are independent, non-executive directors
3.3 N/A  Process for determining the expertise board members need to guide the strategic direction
3.4 9-11,62 Board-level process for overseeing the management of sustainability risks and opportunities
3.5 N/A  Executive remuneration for achievement of non-financial goals
3.6 62  Organisational structure for implementation and audit of non-financial policies
3.7 Many  Codes of conduct/policies relevant to sustainable performance
3.8 N/A  Shareholders' communication with the board of directors
Stakeholder engagement
3.9 N/A*  Basis for identification and selection of major stakeholders
3.10 10,53 Approaches to stakeholder consultation
3.11 10,53  Type of information generated by stakeholder consultations
3.12 10,53 Useofinformation resulting from stakeholder engagements
Overarching policies and management systems
3.13 10-11,53  Explanation of how the precautionary principle is addressed
3.14 Many  Endorsed voluntary economic, environmental and social charters and initiatives
3.15 4,14,15,26,53,58 Principal memberships inindustry/business associations and interest organisations
3.16 9-10, 33-34,49-51 Policies and/or systems for impact management
3.17 10-11,25-29,33-34,49-51  Approach to managing indirect economic, environmental and social impacts
3.18 62  Major decisions regarding the location of, or changes in, operations
3.19 3,7,50,61,62 Programmes and procedures pertaining to economic, environmental and social performance
3.20 2,10  Certification pertaining to economic, environmental and social management systems

* Information about this can be found in Statoil's annual report and accounts for 2004. N/A = Not available
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GRIlindex

Page in report

Global reporting initiative —
aspects addressed in this report

Economic performance indicators

EC1-2 27-28  Customers
EC3, 11 10, 25,28 Suppliers
EC4 N/A  Suppliers
EC5 25,28 Employees
EC6-7 25  Providers of capital
EC8 28  Publicsector
EC9,12 N/A  Public sector
EC10 58 Publicsector
EC13 25-31 Indirect economic impacts
Environmental performance indicators
EN1-2 N/A*  Materials
EN3-4,18-19 N/A  Energy
EN17 44-45  Energy
EN5, 20-22 N/A  Water
EN6-7,25,27, 29 39 Biodiversity
EN23, 24, 26, 28 N/A  Biodiversity
EN8, 10-13, 31 33-37 Emissions, effluents and waste
EN9, 30, 32 N/A  Emissions, effluents and waste
EN33 10  Suppliers
EN14 42-43  Products and services
EN15 N/A  Products and services
EN16 2 Compliance
EN34 41 Transport
EN35 N/A*  Overall
Social performance indicators
LA1 Cover, 28 Employment
LA2,12 N/A  Employment
LA3-4,13 9-10,14-15 Labour/management relations
LA5-8,14-15 14,19-23 Health and safety
LA9,16-17 17,19,21-22  Training and education
LA10-11 14-15 Diversity and opportunity
HR1-2,8 3,49-51  Strategy and management
HR3 N/A  Strategy and management
HR4 14 Non-discrimination
HR5 14  Freedom of association and collective bargaining
HR6 14 Child labour
HR7 14  Forced and compulsory labour
HR9-10 N/A  Disciplinary practices
HR11 N/A  Security practices
HR12-14 41,58,60 Indigenousrights
SO1, 4 2,49-53,60-61 Community
SO2 13,50 Bribery and corruption
S03,5 N/A  Political contributions
SO6-7 N/A*  Competition and pricing
PR1, 4-6 N/A  Customer health and safety
PR2,7-8 42-43  Products and services
PR9-10 N/A  Advertising
PR3 N/A  Respect for privacy
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Common
reporting standards

The global reporting initiative (GRI)
seeks to establish a common standard
for sustainability reporting. This index is
a guide to finding the GRI elements in
our report.

We support the development of com-
mon standards which make benchmark-
ing possible and increase transparency.
We have accordingly applied the GRI
standard as a guide in producing this
report.

However, we have not reported in
accordance with all GRI elements. This
is partly because we do not have the
reporting systems in place. Other GRI
elements are not relevant for
describing the impact of our business,
and some are already covered in our
annual report and accounts.

Further information on the GRI can be
found at www.globalreporting.org
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Global Compact — 10 principles for sustainable development

Statoil belongs to the Global Compact, the UN's initiative for social responsibility in the business
community. We observe the Global Compact’s 10 principles by contributing to sustainable
development. An overview of which sections of this report are relevant for each of the principles is
provided below.

Human rights

Principle 1:  Support and respect for the protection of international human rights.
Pages 50-51, 56, 59

Principle 2:  Refusal to participate in or condone human rights abuses.

Pages 50-51

Labour

Principle 3:  Support for freedom of association and recognition of the right to
collective bargaining.
Pages 9,11, 14

Principle 4:  Abolition of compulsory labour.
Page 14

Principle 5:  Abolition of child labour.
Page 14

Principle 6:  Elimination of discrimination in employment and occupation.
Page 14

Environment
Principle 7:  Implementation of a precautionary and effective programme on environmental issues.
Pages 10-11,32-33,53

Principle 8:  Initiatives which demonstrate environmental responsibility.
Pages 32-46

Principle 9:  Promotion of the diffusion of environment-friendly technologies.
Pages 32-46

Anti-corruption

Principle 10: Promotion and adoption of initiatives to counter all forms of corruption, including
extortion and bribery.
Pages 12-14,49-50, 55




Assurance report with limited assurance level
To the stakeholders of Statoil ASA

Scope of engagement
We have been engaged by the corporate executive committee of Statoil to do anindependent review of Statoil and sustainable develop-
ment 2004 (the Report).

Our review was performed in accordance with the requirements for a limited assurance engagement in ISAE 3000 (approved December
2003), “Assurance engagements other than audits or reviews of historical financial information”. The work to obtain limited assurance does
not focus on the comprehensive gathering of evidence. Our assurance work related to the health, safety and environment (HSE) data pre-
sented in the annual report and accounts for 2004 (on pages 42-48), on the other hand, has focused on obtaining reasonable assurance by
sufficient supporting evidence. As the external auditors of Statoil ASA, we have also audited the company’s annual financial statements.

Statoil’'s management is responsible for selecting the information, collecting the data for presentation and preparing the Report.

Reporting criteria
In this review, we have used relevant criteria in the sustainability reporting guidelines of the Global Reporting Initiative (GRI). Matters of
interest to Statoil’s stakeholders have also been taken into account. We consider these reporting criteria to be relevant and sufficient to
review the Report.

Work

Our review involved the following activities:

- interviews with a selection of Statoil’s senior executives and personnel, to gain an understanding of their approach to managing social,

ethical and HSE issues that are covered in the Report

- obtaining and considering evidence to support the assertions and claims made in the Report

- verification of HSE data as stated in our HSE assurance report, dated 9 March 2005:
site visits to 10 reporting entities, selected by Ernst & Young (selection is based on a rotation principle, together with an evaluation
of the entity’s nature, significance and specific risks). During site visits we have interviewed managers and personnel who assist in
collecting the figures for the HSE accounting
testing a selection of data to verify that figures from the various reporting entities have been correctly incorporated in the HSE
accounts, and overall analyses of the figures compared with earlier reporting periods
testing a selection of data to verify that the HSE figures presented are based on defined and consistent methods for measuring,
analysing and quantifying data

- evaluating the overall presentation of the Report, including the consistency of the information, based on the above-mentioned criteria.

Our review has not included assessing the implementation of policies, other than the HSE reporting policies. Verification of the interviews
included within the Report has not been part of our engagement. We have, however, checked that the interviewees have given their
approval to the interview text.

Conclusions
We have no reason to assume that the information in the Report does not comply with the most important requirements of the stakeholders
with regard to reliability and sufficiency.

Stavanger, 9 March 2005
ERNST & YOUNG AS

State authorised public accountant
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